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INDEPENDENT AUDITORS REPORT

Board of Directors

Broker/Dealer Inc

Miiwaukee Wisconsin

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Broker/Dealer Inc Company as of

December31 2012 and 2011 and the related statements of income changes in stockholders equity and cash flows

for the years then ended that are filed pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 and the

related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with

accounting principles generally accepted in the United States of America this includes the design implementation

and maintenance of internal control relevant to the preparation and fair presentation of the financial statements that

are free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit We conducted our audit

in accordance with auditing standards generally accepted in the United States of America Those standards require

that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of

material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial

statements The procedures selected depend on the auditors judgment including the assessment of the risks of

material misstatement of the financial statements whether due to fraud or error In making those risk assessments

the auditor considers internal control relevant to the Companys preparation and fair presentation of the financial

statements in order to design audit procedures that are appropriate in the circumstances but not for the purpose of

expressing an opinion on the effectiveness of the Companys internal control Accordingly we express no such

opinion An audit includes evaluating the appropriateness of accounting policies used and the reasonableness of

significant accounting estimates made by management as well as evaluating the overall presentation
of the financial

statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our audit

opinion

Reilly Penner Benton LLP

1233 Mayfair Road Suite 302 Milwaukee NI 53226-3255 414-271-7800

www.rpb.biz



Opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial position

of the Company as of December31 2012 and 2011 and the results of its operations and its cash flows for the years

then ended in accordance with accounting principles generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements as whole The

information contained in Schedule is presented for the purpose of additional analysis and is not required part of

the basic financial statements but is supplementary information required by Rule 17a-5 under the Securities

Exchange Act of 1934 Such information is the responsibility of management and was derived from and relates

directly to the underlying accounting and other records used to prepare the financial statements The information in

Schedule has been subjected to the auditing procedures applied in the audit of the financial statements and certain

additional procedures including comparing and reconciling such information directly to the underlying accounting and

other records used to prepare the financial statements or to the financial statements themselves and other additional

procedures in accordance with auditing standards generally accepted in the United States of America In our

opinion the information in Schedule is fairly stated in all material respects in relation to the financial statements as

whole

uP
Reilly Penner Benton LLP

February 14 2013

Milwaukee Wisconsin



BROKER/DEALER INC

Milwaukee Wisconsin

Statements of Financial Condition

December 31 2012 and 2011

2012 2011

Assets

Cash and cash equivalents
10389 16134

Prepaid expenses 4018 3015

Total Assets 14407 19149

Stockholders Equity

Common stock at stated value 2800 shares

authorized 300 shares issued and outstanding 300 300

Additional paid-in capital 25000 25000

Retained earnings deficit 10893 6151

Total stockholders equity 14407 19149

Total Liabilities and Stockholders Equity 14407 19149

The accompanying notes are an integral part of these financial statements



BROKER/DEALER INC

Milwaukee Wisconsin

Statements of Operations

Years Ended December 31 2012 and 2011

2012 2011

Revenues

Miscellaneous Income 1349

Operating Expenses
Professional fees 1700 1600

CRD transaction fees 3015 5872

Insurance 266 83

License and membership fees 450 450

Filing assistance fees 635 5315

Miscellaneous expenses ________
25 25

Total operating expenses 6091 13345

Net Loss 4742 13345

The accompanying notes are an integral part of these financial statements



BROKERJDEALER INC

Milwaukee Wisconsin

Statements of Changes In Stockholders Equity

Years Ended December 31 2012 and 2011

Additional Retained Total

Common Paid-in Earnings Stockholders

Stock Capital Deficit Equity

Balance December 31 2010 300 25000 7194 32494

Net loss ________
13345 13345

Balance December 31 2011 300 25000 6151 19149

Net loss ________
4742 4742

Balance December 312012 300 25000 10893 14407

The accompanying notes are an integral part of these financial statements



BROKERJDEALER INC

Milwaukee Wisconsin

Statements of Cash Flows

Years Ended December 31 2012 and 2011

2012 2011

Cash Flows From Operating Activities

Net loss 4742 13345

Effects of changes in operating assets and liabilities

Prepaid expenses 1003 2857

Net cash used by operating activitites 5745 10488

Net Decrease in Cash and Cash Equivalents 5745 10488

Cash and Cash Equivalents Beginning of Year 16134 26622

Cash and Cash Equivalents End of Year 10389 16134

The accompanying notes are an integral part of these financial statements



BROKER/DEALER INC

Milwaukee Wisconsin

Notes to Financial Statements

December31 2012 and 2011

Summary of Significant Accounting Policies

Business Activity

Broker/Dealer Inc the Company is registered broker and dealer in securities under the Securities Exchange Act

of 1934 The Companys principal business activity is the selection training and supervision of employees of an

affiliate involved with private placements of securities

Accounts Receivable

Accounts receivable are recorded at the amount the Company expects to collect on balances outstanding at year

end Management closely monitors outstanding balances and write-offs As of year-end there were no accounts

receivable

Revenue Recognition

The Company recognizes fee income when it is earned The Companys officers are involved in various transactions

with unrelated parties which result in fee income for the Company with the amount of the fee being negotiated on

each respective transaction The ability of the Company to enter into these transactions is dependent upon its

affiliation with Einhorn Associates Inc see Note In connection with the private placement of securities the

Company and Einhorn Associates Inc Einhorn may earn warrants and other equity units These interests are

generally received in the name of Einhorn and are recorded as revenue accordingly

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United

States of America requires management to make estimates and assumptions that affect certain reported amounts

and disclosures Accordingly actual results could differ from those estimates

Cash and Equivalents

Cash and equivalents consist of the Companys checking accounts

Reserves and Custody of Securities

The Company did not hold securities for sale nor does it hold customer securities at December31 2012 Because

the Company does not handle customers securities Rule 5c3-3 in regard to computation for determination of

reserve requirements and information relating to the possession or control requirements does not apply

Income Taxes

The Company has elected to have its earnings taxed directly to its stockholder for federal and state income tax

purposes as an Corporation Accordingly no provision for income taxes is made in the accompanying financial

statements The Company is no longer subject to U.S federal income tax examinations for years ending before

December 31 2009 and Wisconsin income tax examinations for years ending before December 31 2008

Subsequent Events

Management has evaluated subsequent events for possible recognition or disclosure through the date the financial

statements were available to be distributed February 14 2012 There were no subsequent events that required

recognition or disclosure



BROKER/DEALER INC

Milwaukee Wisconsin

Notes to Financial Statements

December 31 2012 and 2011

Continued

Related Party Transactions

The Companys officers and directors are also owners and officers of Einhorn Associates Inc merger and

acquisition consultants The Company pays for all direct expenses related to licensing and training The Company

paid Einhorn Associates Inc s-U- in 2012 and $-0- in 2011 for expenses associated with management bookkeeping

and certain other services provided to the Company

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule Rule 5c3-1 which

requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital

both as defined shall not exceed 15 to

At December 31 2012 and 2011 respectively the Company had net capital of $10389 and $16134 which is in

excess of the minimum requirement by $5389 and $11134 respectively The ratio of aggregate indebtedness was

0- to and -0- to respectively

Filing Requirements

There were no liabilities subordinated to claims of creditors during the year ended December31 2012 Accordingly

statement of changes in liabilities subordinated to claims of creditors is not included in the financial statements as

required by rule 17a-5 of the Securities and Exchange Commission

Commitments

The Company is periodically subject to examination of its operations by various regulatory agencies It is

managements opinion that none of these examinations will have material effect on the Companys financial

statements

10



BROKER/DEALER INC

Milwaukee Wisconsin

Schedule Computation of Net Capital

and Aggregate Indebtedness Under Rule 15c3-1

December 31 2012

Total Stockholders Equity
14407

Nonallowable assets

Prepaid expenses
4018

Net Capital
10389

Computation of Basic Net Capital Requirement

Minimum net capital required 6-2/3% of aggregated indebtedness

Minimum dollar net capital requirement of reporting broker or dealer 5000

Net capital requirement
5000

Excess net capital
5389

Ratio of aggregate indebtedness to net capital
-0- to

Reconciliation with Companys Computation included in Part HA of Form X-17A-5

as of December 31 2012
Net capital as reported in Companys Part hA

unaudited FOCUS report and per audit 10389

See Independent Auditors Report

11
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Independent Auditors Report on Internal Control

Board of Directors

Broker/Dealer Inc

Milwaukee Wisconsin

In planning and performing our audit of the financial statements of Broker/Dealer Inc Company as of and for the

year ended December 31 2012 in accordance with auditing standards generally accepted in the United States of

America we considered the Companys internal control over financial reporting as basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements but not for the purpose of expressing

an opinion on the effectiveness of the Companys internal control Accordingly we do not express an opinion on the

effectiveness of the Companys internal control

Also as required by rule 7a-5g1 of the Securities and Exchange Commission SEC we have made study of the

practices and procedures followed by the Company including consideration of control activities for safeguarding

securities This study includes tests of such practices and procedures that we considered relevant to the objectives

stated in rule 7a-5g in making the periodic computations of aggregate indebtedness and net capital under rule 7a-

3a1 and for determining compliance with the exemptive provisions of rule 5c3-3 Because the Company does

not carry
securities accounts for customers or perform custodial functions relating to customer securities we did not

review the practices and procedures followed by the Company in any of the following

Making the quarterly securities examinations counts verifications and comparisons and recordation of

differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal Reserve

Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the practices

and procedures referred to in the preceding paragraph In fulfilling this responsibility
estimates and judgments by

management are required to assess the expected benefits and related costs of controls and of the practices and

procedures referred to in the preceding paragraph and to assess whether those practices and procedures can be

expected to achieve the SECs above-mentioned objectives Two of the objectives of internal control and the practices

and procedures are to provide management with reasonable but not absolute assurance that assets for which the

Company has responsibility are safeguarded against loss from unauthorized use or disposition and that transactions

are executed in accordance with managements authorization and recorded properly to permit the preparation of

financial statements in conformity with generally accepted accounting principles in the United States of America Rule

7a-5g lists additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to above error or fraud

may occur and not be detected Also projection of any evaluation of them to future periods is subject to the risk that

they may become inadequate because of changes in conditions or that the effectiveness of their design and operation

may deteriorate

12
Reilly Penner Benton LLP

1233 Mayfair Road Suite 302 Milwaukee WI 53226-3255 414-271-7800



deficiency in internal control exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect and correct

misstatements on timely basis significant deficiency is deficiency or combination of deficiencies in internal

control that is less severe than material weakness yet important enough to merit attention by those changed with

governance We consider the following deficiency in the Companys internal control to be significant deficiency

Segregation of Duties

The Company operates its accounting and reporting function with small number of individuals which precludes

proper segregation of duties This condition is not however unusual in entities the size of the Company It is

important for management to be aware of this condition and to realize that the concentration of duties and

responsibilities in one individual is not desirable from control point of view Under these conditions the most

effective controls rest in managements knowledge and monitoring of matters relating to the Companys financial

affairs

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the entitys financial statements will not be prevented or

detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and

would not necessarily identify all deficiencies in internal control that might be material weaknesses We did not

identify any deficiencies in internal control that we consider to be material weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of

this report are considered by the SEC to be adequate for its purposes in accordance with the Securities Exchange

Act of 1934 and related regulations and that practices and procedures that do not accomplish such objectives in all

material respects indicate material inadequacy for such purposes Based on this understanding and on our study

we believe that the Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2012 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management the SEC and other

regulatory agencies that rely on rule 17a-5g under the Securities Exchange Act of 1934 in their regulation of

registered brokers and dealers and is not intended to be and should not be used by anyone other than these

specified parties

Reilly Penner and Benton LLP

February 14 2013

Milwaukee Wisconsin
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